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Many theoretical paradigms have been created In an 
effort to successfully measure organizational performance. 
One of the more recent approaches, known as the "population 
perspective," focuses on populations of organizations as 
Its unit of analysis, and attempts to explain the 
relationships among organizations, populations, and 
environments. These relationships are explored by (a) 
grouping organizations into homogeneous clusters or 
populations, and (b) assessing alternative selection 
mechanisms or predictors of organizational prosperity. The 
studying of populations help define the organizational 
forms allowing survival within an environment, while 
increasing the generalizability of the study's findings. 
Studying selection mechanisms within their populations 
allows the researcher to distinguish environments from 
niches, and helps specify how different selection 
mechanisms impact upon organizational longevity.
This dissertation presents and tests a population 
perspective on organizations. One hundred forty seven 
banks in the State of Louisiana were grouped into 
populations using two clustering techniques. The results 
of this analysis allowed the identification of three 
distinct populations.
viii
Five selection mechanisms were measured: strategy, 
resource dependence, investment Intensity, market share, 
and marketing intensity. These selection mechanisms were 
then tested to determine their contribution toward the 
explanation of firm performance. Through these analyses, 
it was found that more variance in organizational 
performance can be explained when studying populations, and 
that selection mechanisms have differential impact by 
population.
Overall, the findings reported in this dissertation 





During the past few years many theoretical paradigms 
and empirical Investigations have been designed to measure 
organizational performance. Academicians in the fields of 
organizational theory and organizational behavior have 
generally argued that business performance is a function of 
how well a fit exists between an organization and its 
environment (Dill, 1958; Lawrence and Lorsch, 1969; Lorsch 
and Horse, 1974; Perrow, 1979; Venkatraman and Camlllus, 
1984). Perhaps the roots of the concept that an 
organization's environment determines its performance can 
be traced to the Darwinian proposition of "natural 
selection" or the "Evolutionary-Empiricist" view recently 
developed by McKelvey (1982).
On the other hand, scholars in fields such as 
economics, and more recently strategic management, have 
argued otherwise. They propose that not only can an 
organization adapt to its environment, but that the 
organization also can influence its environment (Andrews, 
1980; Barnard, 1938; Chandler, 1962; Hofer and Schendel, 
1978; Jemison, 1981; Selznick, 1949; Sloan, 1972).
Avoiding this either/or proposition, some authors have
1
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identified a reciprocal relationship between an 
organization and its environment. More specifically, while 
an organization is affected by its environment, the 
organization can in turn influence its own destiny within a 
selected environment (Bourgeois, 1980, 1980a; Galbraith and 
Schendel, 1983; Hall, 1980; Hambrick, 1983, 1983a; Hambrick 
and Schecter, 1983; Harrigan, 1980, 1983; Hofer, 1975,
1976).
A more recent approach, the "population perspective," 
focuses on populations of organizations rather than on 
single organizations as the unit of analysis. McKelvey & 
Aldrich (1983) argue that traditional organizational 
investigators have used two broad approaches to describe 
organizations: (a) organizations are all alike; (b)
organizations are all unique. The authors then proceed to 
criticize the "all-alike" approach as being too simplistic, 
because Investigators do not have to pay attention to 
different kinds of organizations. This approach assumes 
that because organizations are similar, findings pertaining 
to one organization can be generalized to any other 
organization. Therefore, there is no need to worry about 
identifying or describing subpopulations. The "all-unique" 
approach is also considered improper because it 
concentrates on the examination of unique organizational 
characteristics to the virtual exclusion of generallzable 
results. However, the population perspective moves away 
from the all-alike and all-unique approaches, placing more
3
emphasis on (a) research methods designed to Improve the 
description and classification of organizational forms, (b) 
defining more homogeneous groupings for purposes of 
improved generalization, and (c) improving the level of 
prediction. Advocates of the population perspective 
believe the traditional approach to the study of 
organizational performance should be abandoned in favor of 
population/natural selection theory which focuses research 
around homogeneous populations. This approach, it is 
argued, will result in increased generalizability and a 
higher level of explained variance (Aldrich, McKelvey and 
Ulrich, 1984; McKelvey and Aldrich, 1983).
Population/natural selection theory draws many 
concepts from biology in an attempt to explain the 
relationships among organizations, populations, and 
environments. These relationships are explored through the 
use of two broad research applications. The first 
application groups individual organizations into 
populations using guidelines established previously 
(McKelvey, 1982). The second research application defines 
the process through which an organization or population of 
organizations achieves a proper fit with the environment.
The greater the compatibility between the environment and 
the organization, the more chance the organization has to 
be selected for and survive over time. Selection
4
mechanisms, such as resource dependence, organizational 
strategy, etc. are those organizational processes and 
characteristics which enable environmental compatibility 
and long-run survival (Ulrich, 1982; Ulrich & Barney,
1984). "By recognizing populations and the selection 
mechanisms which impact them, more specific statements can 
be made about organizational behavior" (Ulrich, 1982).
This brief overview indicates a clear need for and 
opportunity to achieve some form of integration among these 
differing viewpoints. With this need in mind, this thesis 
tests the population-perspective framework, using firms in 
the Louisiana Banking Industry.
The theoretical contributions of this study, thus, are 
to assess whether the population framework can classify 
organizations within a service industry; and if populations 
are derived, to identify and describe their key 
distinguishing characteristics. On the practical level, 
the study provides Information regarding the 
characteristics of the Louisiana Banking Industry prior to 
the enactment of the state's multi-banking law. In short, 
it is hoped that the results of this work will provide a 
base against which future studies investigating the results 
of deregulation can be compared.
CHAPTER 2
LITERATURE REVIEW
The distinction between corporate-level strategy (what 
businesses to be in) and business-level strategy (how to 
compete in a given business) is well established 
(Bourgeois, 1980; Hofer and Schendel, 1978; Vancil, 1976). 
Therefore, this research focuses on business-level strategy 
which is of interest to single business firms. To 
facilitate an orderly review of the related literature, 




Population ecology is embedded in the biological 
theory of natural selection, and, while attempting to 
explain the relationship of the organization to its overall 
environment, it downplays the consequences of managerial 
action (Aldrich, 1979; Aldrich, McKelvey & Ulrich, 1984; 
Hannan & Freeman, 1977; McKelvey, 1982; McKelvey & Aldrich, 
1983). Although this perspective recognizes individual 
organizational forms, its main focus is on how populations 




In the study of organizational survival, the 
population ecology perspective makes some basic assumptions 
about the biological aspects of classification and 
selection. First, it is assumed that individual 
organizations can be classified into populations based upon 
some commonly held organizational characteristic. It is 
believed that the grouping of organizations into 
populations will enable researchers to make more precise 
generalizations regarding individual organizational 
behavior within the population. Second, the population 
perspective assumes that by grouping organizations into 
identifiable populations, the relationships existing among 
populations, environments, and niches can be explored 
(Ulrich & Barney, 1984).
Specifically, the focus of the population perspective 
is usually directed toward the Identification of existing 
relationships between populations of organizations and 
their environmental niches. This orientation flows from 
the view that organizations tend to comply with an 
evolutionary pattern which results in populations of 
organizations being matched with and Inhabiting specific 
environmental niches. These matches result from the 
argument that environments consist of components external 
(exogeneous) to the focal organization over which it has no 
control; however, the assumption that organizations are 
selected only by environmental forces implies that
7
organizations are capable of only a low order of 
adaptation. In contrast, it has been posited that 
organizations have the capacity to reflect and make 
strategic choices relative to their niches (Aldrich,
McKelvey & Ulrich, 1984; Astley & Fombrum, 1983; Bourgeois, 
1980; Dill, 1958). As noted by McKelvey, a niche is a 
section of the environment over which the organization has 
some measure of control (McKelvey, 1982). In this respect 
a niche can be visualized In much the same manner as Dill's 
(1958) "Task Environment" or the concept of a "Specific 
Environment" (Osborn, Hunt & Jauch, 1980). In addition, 
the organization's efforts towards the manipulation of the 
forces within its niche can be equated to Bourgeois' (1980) 
concept of "Domain Navigation".* However, the 
population perspective states that, because each niche 
possesses limited resources, the number of populations a 
niche can support is constrained. Therefore, some 
populations are selected out by the environment and 
disappear, while others are selected for and survive.
"Domain navigation refers to 
competitive decisions made within a particular 
product-market (e.g., industry), or task environment 
(Bourgeois, 1980, p. 27).“
This selection process is believed to explain why 
organizations within a population contain so many like 
survival characteristics.
A population's survival characteristics vary, either 
by chance or by managerial action (Aldrich, 1979; Astley & 
Fombrum, 1983; Astley 1984; Hannan & Freeman, 1977). Thos 
variations which improve the fit between the organization 
and its environment will Increase the organization's 
survival chances, while those variations which do not will 
decrease survivability (White, Smith, & Hartman, 1986).
The characteristics of a population and the 
environmental constraints which result in differential 
selection for an organization are called selection 
mechanisms. Several of these mechanisms have received 
attention in the literature; these include specialist and 
generalist structures (Hannan & Freeman, 1977), resource 
dependence, organizational strategy, and organizational 
life cycle (Ulrich & Barney, 1984). It is suggested that 
when alternative population selection mechanisms, such as 
those specified above, are defined and tested, more 
integrative models of the organization/environment 
relationship will be developed.
Theoretically, the population perspective emphasizes 
selection at two different levels. First, the population
9
perspective Identifies populations of organizations which 
display similar characteristics. Second, within each 
identified population, the selection mechanisms affecting 
organizational survival differ. Therefore, within one 
population, organizational efficiency and resource 
dependence may predict survival; while in another 
population, strategy and structure may be the key selection 
variables (Ulrich, 1982; Ulrich & Barney, 1984).
Since population-level selection mechanisms refer to 
the processes and structures of an organization which 
enhance its ability to survive, the population perspective 
believes that research should be directed toward defining 
and measuring these selection mechanisms. However, 
selection research requires large samples of organizations 
with tlme-series data. Large samples are needed to allow 
the definition of specific populations, while still 
providing additional data for the specification of 
alternative selection mechanisms within each population. 
Furthermore, the use of time-series data emphasizes the 
dynamic interaction along the interface between the 
organization and its environmental niche. In the end, the 
survival rate of organizations over time is the final 
selection criterion, and those selection mechanisms which 
lead to long-run survival can only be found by using 
long-term data (McKelvey & Aldrich, 1983; Ulrich, 1982;
10
Ulrich & Barney, 1984).
Additionally, while the population component of the 
population perspective allows organizational managers to 
know which population their organizations fit into, the 
selection component Identifies those variables which help 
managers guide their organizations in selected directions.
By making appropriate adaptations to key selection 
mechanisms, managers can avoid "blind variations”
(McKelvey, 1982) and, thus, increase the organization's 
chances of survival over the long run (Ulrich, 1982; Ulrich 
and Barney, 1984).
Social-Ecology Theory
On the other hand, Astley (1984) and Astley & Fombrum 
(1983) propose an alternative, called the social-ecology 
perspective, in which organizations or populations of 
organizations band together in order to effect collective 
influence over the environment. Instead of stressing the 
preeminence of environmental forces in the determination of 
organizational survival, social ecology shifts attention 
toward the role played by proactive communal arrangements. 
These arrangements are contrived by organizations and 
populations of organizations to displace constraining 
factors in the external environment. By joining forces 
with others in a system of mutual support, “organizations,"
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it is theorized, can produce a collectively managed 
environment that is buffered, at least partially, from the 
vagaries of the outside environment" (Astley & Fombrum,
1983, p. 577).
While these and other researchers support an 
evolutionary model of organizational survival, the model 
needs to be more clearly defined. More specifically, an 
explanation of how the underlying principles of evolution 
can be applied to the study of organizations is needed (Van 
de Ven, 1979). In addition, Ulrich has suggested that "Few 
authors present a complete theory of variation, selection, 
retention, or struggle for existence which would capture 
completely the evolutionary development of organizations" 
(1982, p. 39). Furthermore, most authors who have 
attempted to apply evolutionary approaches have not 
explicitly identified their concept of organizational form. 
Therefore, it is often difficult to determine if the model 
described is intended for use with individual 




Contingency models, in which the appropriateness of
12
certain actions are deemed contingent upon a set of 
particular given conditions, are not new to the field of 
organizational theory. However, little progress has been 
made in investigating contingent models of strategy. Hofer 
(1975) made a call for such research, and provided his own 
idea of the types of relationships which might exist* 
Unfortunately, since his paper appeared, most empirical 
investigations of business-level strategy have aimed at 
goals other than identifying and testing contingencies 
(Hambrick, McMillan, and Day, 1982). Of notable exception 
is the research conducted by Harrlgan (1980) on factors 
affecting the appropriateness of different strategies in 
declining industries. She suggests that product or 
industry demand may decline in different ways and that the 
decline may come upon the industry quickly, as was the case 
with rubber panties for infants. In other instances 
Industry demand may decline at a much slower rate or drop 
significantly and then level off. Whatever the situation, 
a decline creates substantial uncertainty about recovery. 
Overall, Harrigan identifies three major reasons for 
decline: (a) technological obsolescence, (b) sociological
or demographic changes, and (c) changing fashion. It was 
further determined that declines induced by fashion or 
demographic variables produced the greatest uncertainty 
regarding future industry prospects, while declines created
13
by technological change were generally more predictable. In 
this regard declining industrial demand is pictured as 
being contingent upon factors external to the firm, and 
some types of decline allow more chance for successful 
recovery.
In a related study, Hambrick and Schecter (1983) 
examine the short-term turnaround strategies of a sample of 
poorly performing mature businesses. This research 
discovered that while businesses in mature industries face 
particularly difficult turnaround situations, three common 
successful "gestalts" could be identified. The "asset/cost 
surgery" strategy, accomplished through a combination of 
reductions in R&D, marketing, receivables, and inventories, 
leads to much higher capacity utilization levels and 
significant Increases in employee productivity. The 
"selective product/market pruning" strategy was achieved by 
refocusing on marketing sectors which were more profitable 
or in which the business firm possessed some distinctive 
strength. Alternatively, the "piecemeal” strategy does not 
involve a comprehensive set of moves. Rather, businesses, 
employing this strategic turnaround make as few as one or 
two moves designed to achieve Increased capacity 
utilization and employee productivity. Therefore, it 
appears that businesses select a turnaround strategy 
according to their market share and capacity utilization.
14
This study has several limitations due to the nature of the 
sample used; however, it substantially adds to the sparse 
literature in the contingency area.
Also of note is Hambrick's (1983) work with the PIMS 
data base to determine a typology of mature 
industrial-product environments. PIMS, a project 
undertaken by the Marketing Science Institute, is designed 
to Identify and measure the major determinants of return on 
Investment in individual businesses, and provides a data 
base upon which numerous studies of various business 
strategies have been conducted. Using cluster analysis, 
Hambrick was able to Identify eight environmental types; 
however, even though it provides a strong methodological 
base, as this study is a first attempt at empirically 
classifying industries, further refinements and tests are 
needed. In a companion Btudy, Hambrick (1983a) attempts to 
address the performance question for two of the eight 
environment types discovered earlier. His results suggest 
that there are multiple avenues to profitability within a 
given Industry and that asset configuration and capacity 
utilization are important factors contributing to 
profitability. Unfortunately, Hambrick does not specify 
how these factors might fit into future strategic 
contingency theories. In a similar study Galbraith and 
Schendel (1983) attempt to identify patterns or types of
15
strategies used In competition, and to establish a useful 
classification of strategy types which can be associated 
with business performance. This research, also UBlng the 
PIMS data base, studied both consumer and industrial 
product industries. Six strategic types were Identified 
for the consumer-product industry: (a) harvest, (b) 
builder, (c) cash out, (d) niche, (e) climber, and (f) 
continuity. For the lndustrial-products industry, four 
strategic types were identified: (a) low-commitment, (b)
growth, (c) maintenance, and (d) niche or specialization.
While these studies provide valuable insight into 
strategic contingencies, it is not clear yet just which 
contingent variables will result in the strongest theory. 
Hofer (1975) lists 10 to 20 variables in several 
categories: (a) market, (b) consumer, (c) industry, (d)
structure, (e) competition, (f) suppliers, and (g) 
organization characteristics. Unfortunately, Hofer did not 
suggest an overall priority for the importance of each 
variable within its category. Instead, he indirectly 
endorsed the importance of market share by listing it as 
dominant among all the organizational attributes he would 
Include in contingency models for all except new firms just 
entering the market.
Overall, the characteristics of a strategic 
contingency theory vary and are highly dependent upon the
16
objectives of the firm as seen by the researcher. For 
example, Porter's (1980) generic strategies were 
constructed to show the relationship between profitability 
and performance, while Buzzell 's (1975) strategies are 
directly related to market share. On the other hand, the 
strategies proposed by Hofer and Schendel (1978) take both 
profitability and market share into account.
Market-Share Strategies
The accepted primary objective of most companies is to 
maximize profitability. In order to fulfill their 
profitability criterion, companies launch new products into 
markets with the purpose of achieving the highest possible 
market share and of becoming the market leader as soon as 
possible.
This strategy reflects the widely held assumption that 
one of the main determinants of business profitability is 
market share. Judging from the number of papers published 
in this area, one may conclude that the assumption "biggest 
is best" or "the greater your market share the greater your 
profitability" has widespread acceptance. However, these 
studies can be divided into two major groups. Specifically, 
the studies of Catry and Chevalier (1974); Fogg (1974); 
Buzzell, Gale, and Sultan (1975); and Buzzell and Wiersema 
(1981) have addressed the need for and means of achieving
17
increased market share. On the other hand, the research of 
James (1972); Fruhan (1972); Abernathy and Wayne (1974); 
HamermeBh, Anderson and Harris (1978); Hamermesh and Silk 
(1979); Hall (1980); and Woo and Cooper (1981) have 
questioned the need for continually seeking a larger share 
of the market. A third opinion is that while share is 
important, its effect on firm profitability is contingent 
upon a number of factors (Hofer, 1976; Hofer and Schendel, 
1978; Leone and Meyer, 1980; and Porter, 1980).
Catry and Chevalier (1974) examined the relationships 
among the stage of the product life cycle, market-share 
position, and strategic alternatives in order to develop a 
frame of reference with which to analyze a firm's 
market-based strengths and weaknesses. This information 
could then be used to emphasize shifts that a firm should 
consider in order to capitalize on its position during 
different phases of development in a given market. It 
would appear that these authors believe that the best 
product strategy is to Invest in share-building activity 
during the early stages of the development of the product 
life-cycle in order to attain a dominant position at 
maturity. This position is then maintained until the 
market enters its decline stage, at which point the firm 
leaves the market.
Research conducted by Buzzell et al. (1975) indicates
18
a high correlation between market share and return on 
Investment (ROI) based upon an analysis of data obtained 
from the Profit Impact of Market Strategies (PIMS) data 
b a s e .
While providing an explanation of how market share 
relates to ROI, the study by Buzzell et al. (1975) also 
provides significant insight into how this relationship 
varies from one type of industry to another. Two striking 
variations were reported:
1. Market share is more Important for 
infrequently purchased products than for 
frequently purchased ones.
2. Market share is more Important to 
businesses when buyers are "fragmented."
More recent work by Galbraith and Schendel (1983) 
tends to support Buzzell et al.*s (1975) research. In 
their paper on strategic types, Galbraith and Schendel 
suggest that increased market share is associated with 
increased profitability. But at the same time they 
note that their work only conditionally supports this 
relationship.
In contrast, Fruhan (1972) and James (1972) both 
challenge the desirability of seeking a larger share of 
the market. Based upon an examination of the 
main-frame computer business, the retail-grocery 
industry, and the domestic air-transport industry,
Fruhan (1972) concluded that it was not economically
feasible to seek Increased market share through 
Internal expansion if the firm involved operates in an 
industry where (a) extremely heavy financial resources 
are required, (b) a strategy to expand could be cut off 
abruptly by some controlling environmental factor 
before the firm reached its desired market share, and 
(c) regulatory agencies continuously place new 
restrictions on the types of competitive behavior 
allowed. Similarly, James (1972) found much the same 
information while studying the United Kingdom grocery 
market between 1965 and 1971. He made several specific 
observations regarding behavior in the market-sharing 
activity. First, due to market Innovation the brand 
leader tends to be forced into a defensive position in 
order to protect his existing market share. Second, 
the market share leader must Increase his share of 
promotional support faster than that of the total 
market or face the possibility of losing the dominant 
position. And finally, James observed that there is a 
pronounced trend toward greater Interest in and control 
of all facets of business operations by governmental 
regulatory agencies. Considering these factors, one 
may conclude that a firm, given the opportunity, would 
find it more desirable to aim for a small share of a 
larger market rather than a dominating share of a
20
smaller market.
Abernathy and Wayne (1974) raise additional 
questions aimed directly at the Boston Consulting 
Group's conclusions regarding the universal 
applicability of the experience curve. As 
conceptualized by the Boston Consulting Group, the 
experience curve states that as a firm gains knowledge 
in the production of a product, a systematic decline in 
product costs will be achieved each time volume 
doubles. However, based upon an analysis of the 
automobile, commercial air-frame, computer, and TV 
picture-tube industries, Abernathy and Wayne arrived at 
these conclusions: (1) the practical limit to
volume/cost reductions is determined by the market's 
demand for product change, the rate of technological 
innovation, and a firm's competitor's ability to use 
product performance as a basis for competition; and (2) 
that as a market expands, it becomes harder to hold 
together, thus allowing the competition more 
segmentation possibilities.
Likewise, in a study of sixty-four companies in 
eight industries, Hall (1980) found that as mature 
industries move into hostile environments created by 
lower growth rates, higher inflation, increased 
regulation, and Intensified competition, an early
warning of the Increased hostility was required so the 
company could reposition itself in order to survive and 
prosper. It was further noted that the successful 
companies repositioned themselves by downsizing their 
asset commitment and finding a defensible niche within 
which to operate, rather than pursuing Increases in 
market share.
Hamermesh et al. (1978) studied the Burroughs 
Corporation, Crown Cork & Seal Co. Inc., and the Union 
Camp Corporation for evidence of commonality between 
market share and profitability and were able to 
identify and analyze four characteristics which help 
explain why these companies are successful: (1) they
compete only in areas where their particular strengths 
are most highly valued; (2) they make efficient use of 
limited research and development funds; (3) they avoid 
pursuing growth for growth's sake; and (4) they have 
leaders who are willing to become involved in almost 
all aspects of the company's operations. The major 
points of this research are that there are alternatives 
to growth and that a small-market share is not 
necessarily a handicap.
Furthermore, Leone and Meyer (1980) found that in 
a wide variety of Industries, unit costs associated 
with market share growth follow a U-shaped pattern in
which production costs have at flrRt declined, then 
bottomed out, and finally risen over time. Porter 
(1980) also noted the U-shaped relationship and 
concluded that a company enjoying a large market share 
would have a strong cost position. However, a company 
with a strong technological position and unique 
distribution system, while not holding a large market 
share, could also have a strong cost position.
However, the author notes that the U-shaped 
relationship does not hold in every industry and that 
no single relationship exists between profitability and 
market share.
Based upon the theoretical U-shaped pattern, 
Porter's argument (1980) proposed three generic 
strategies: (a) cost leadership, (b) differentiation,
and (c) focus, which he felt would lead to business 
success. "Cost leadership" is achieved through market 
share increases and the use of the experience curve as 
advocated by Buzzell et a l . (1975) and the Boston
Consulting Group (1968). Cost leaders, often market 
share leaders, pay close attention to asset use, 
employee productivity, and discretionary expenses.
Their customers buy their products primarily because 
they cost less than a competitor's equivalent products. 
"Differentiation" involves creating value that Is
perceived as unique. It can take many forms, including 
brand image, service, distribution, quality, and 
product attributes. This strategy does not allow a 
business to Ignore costs, but costs are not a key 
factor. "Focus" involves competing in a narrow segment 
of the market that can be segmented on the basis of 
buyer type, product type, geography, or some other 
factor. A focused business usually needs to choose 
between cost leadership and differentiation. Porter 
(1980) further suggests that links exist between his 
generic strategies, market share, and profitability.
The above studies clearly indicate a link between 
market share and profitability, while inferring that no 
universal set of principles exists within the 
marketplace which can be applied to all situations. 
However, they all suffer from a major limitation in 
that they were developed from investigations into large 
businesses. This severely constrains their 
applicability to the study of small business firms. 
Accordingly, there is a need to explore how pertinent 
the above findings are in aiding small-business 
strategic decision making. The following is just a 
sample of the many issues which need to be addressed:
(1) Research by Abernathy and Wayne (1974), Hall 
(1980), Hamermesh et al. (1978), Leon & Meyer (1980),
and Porter (1980) appears to suggest that firms not 
large enough to become dominant within their field 
should make selective strategic moves designed to 
either reduce their operating costs, reposition 
themselves into a specific defensible niche, or both. 
It is hypothesized that the use of these tactics will 
enable the firm to survive and prosper. However, the 
research does not clearly show that such moves are of 
value to the small business firm. In fact, the 
question of whether small business firms display 
consistent patterns of strategic competitive activity 
has not been adequately addressed. More work needs to 
be done in this area.
(2) Further investigation is needed into the 
theoretical U-shaped curve depicting the relationship 
between return on investment (ROI) and market share 
(Buzzell et al. 1975; Leone and Meyer, 1980; Porter, 
1980; and Woo and Cooper, 1981). Unfortunately, all o 
the investigations pertaining to this postulated 
relationship were conducted in large businesses. 
However, assuming this theoretical relationship is 
relevant for small business firms, one could conclude 
that small businesses, because of their limited 
resource base and inability to make major competitive 
expansion moves, are either caught in the middle or
grouped along the first section of the curve. These 
assumptions have significant Implications for 
small-business strategic decision making; and 
therefore, additional research concentrating on this 
relationship within the small business area is 
required.
Small Business Strategies
Little research has appeared to date examining the 
key factors contributing to successful small-business 
strategies (Robinson & Pearce, 1984). The relevant 
studies reported by Chaganti and Chaganti (1983); Dess 
and Davis (1982); Sineath, Hand, and Robinson (1982); 
Vesper and Haglund (1978); and Woodward (1976) provide 
a base for research into strategic content issues, but 
suffer from procedural and statistical limitations.
Woodward (1976) discusses lessons learned from the 
operation of small business firms. His observations 
are drawn from personal experience in acquiring and 
rebuilding decaying companies, and while highly 
anecdotical his insights are valuable in that they 
identify three principal areas of potential weakness in 
small-business firms. These areas are as follows:
(1) Growth for growth's sake - the most common cause of 
trouble in a small firm stems from the "...widely held
belief that the only road to success is through growth” 
(Woodward, 1976, p. 114). More specifically, it is 
maintained that in reality just the opposite is true 
and that shrinking the number of products or product 
lines is usually the best way to achieve increased 
profits and a higher return on investment.
(2) inadequate cost analysis - this blinds managers to 
the losses Incurred by adding new products. Usually, 
there are one or more products or product lines which 
can be dropped.
(3) gearing operations to the Income statement, while 
ignoring the balance sheet - a lack of concern with 
cash flow and productivity of capital can be fatal.
Using a more empirical methodology, Vesper and 
Haglund (1978) conducted interviews to identify the 
strategies pursued by fifteen job machine shop owners. 
The interviews indicated that these companies competed 
through four main competitive strategies: (a) quality
of workmanship, (b) competitive bids, (c) prompt and/or 
reliable delivery, and (d) a reputation of 
dependability. However, all the shops studied 
considered their main competitive advantage to be "high 
quality workmanship" (1978, p. 368). When the authors 
looked beyond these four main competitive strategies, 
it was discovered that the majority of the shops
followed strategies designed to differentiate 
themselves. Differentiation was accomplished through 
the performance of some particularly specialized type 
of work which the other shops could not duplicate.
This finding tends to support Porter's (1980) generic 
strategy of "focus," at least for small-job 
machine-shop owners. However, because of the s t u d y ’s 
small sample size, the generallzablllty of the findings 
is questionable.
While studying 22 small paint manufacturers, Dess 
and Davis (1982) used factor analysis to examine the 
responses of 78 executives regarding the degree to 
which different competitive methods were employed over 
the preceding 5 years. Applying factor analysis 
techniques to their results yielded three basic factors 
which closely paralleled Porter's (1980) generic 
strategies and Identified specific competitive 
variables associated with the strategies. However, 
further research is needed to determine if these 
variables are Industry specific or are generallzable 
across industries.
Sineath, Hand, and Robinson (1982) report that 
they utilized multiple regression to model the 
strategies of several types of small retail firms.
They discovered that "...with a heterogenous sample,
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the emergence of a significant set of ’strategic' 
variables with significant explanation of performance 
variance did not occur” (1982, p . 11). However, when 
the sample was subdivided into homogeneous grouping by 
store type, i.e., shoe stores, men's and boy's clothing 
stores, and women's clothing stores, significant 
results were obtained. Using these dependent 
categories the authors were able to isolate specific 
strategic variables, such as pricing, advertising, 
credit, location, customer Income, traffic, and 
selection, which accounted for 70 percent of the 
variance in profitability. This study demonstrates 
that by increasing the homogeneity of the sample, 
critical variables affecting profitability can be 
identified. However, the results also clearly indicate 
that all small firms are not alike, and that additional 
research is needed in order to identify and describe 
firms which display homogeneous characteristics.
In a more recent study Chaganti and Chaganti (1983) 
used discriminant analysis to assign a group of 163 
small Canadian firms to one of three categories: (a)
firms with more than 13 percent profitability (51 
cases), (b) firms with 13 percent or less profitability 
(82 cases), and (c) firms which showed losses (30 
cases).
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The discriminated categories were then analyzed to 
determine differences between the strategies of 
profitable and not-so-profitable businesses. Their 
findings demonstrate that the most profitable firms 
identified a niche in the market which could be 
defended. The more profitable firms pursued this 
strategy even if the niche discovered was at the 
relatively low-quality, low-price end of the 
competitive spectrum. On the other hand, unprofitable 
firms tended to emphasize quality items at competitive 
cost. These findings are notable in that they tend to 
substantiate the low-capacity/low-market share studies 
reported earlier.
The above research makes it clear that small 
business firms constitute a fertile area for future 
strategic research* However, not all small business 
firms are the same, and in order to provide the small 
business strategist with sound guidelines for decision 
making, further research concentrating on identifying 
homogeneous groups of firms is needed. Commensurate 
with such classificatory studies is the need for 
additional research designed to determine those 
specific selection mechanisms, accessible to the 
organizational manager, which can be manipulated in an 




The above empirical Investigations are mentioned 
because they delineate general strategic options 
available to organizations. The consideration of at 
least some aspects of these options is relevant and 
beneficial for the strategic positioning of Industrial 
as well as service organizations. The dominant theme 
common to all submissions in the literature is business 
performance. For example, the works of the Boston 
Consulting Group and other investigations have called 
for greater market-share strategies (BCG; 1976; Buzzell 
et al., 1975; Catry and Chevalier, 1974); while other 
studies have promoted lower market-share strategies 
(Fruhan, 1972; Hamermesh, et a l . , 1978; James, 1972;
Woo and Cooper, 1981). In addition, Porter (1980) has 
proposed three generic strategies suggesting possible 
links between market share and profitability.
More relevant to this study, many of these 
investigations have attempted to determine the 
relationship between a number of independent variables 
and business performance, measured in terms of Return 
on Investment. The independent variables Investigated 
have included investment intensity, marketing
expenditure, resource dependence, and broad strategy 
choices (Buzzell and Wlersema, 1981; Shoeffler, Buzzell 
and Heany, 1974; Ulrich, 1982; Ulrich and Barney, 1984; 
Wright, 1984).
On the other hand, followers of the population 
perspective believe that the Important survival 
relationships occur at the Interface between a 
population and its niche, and that by grouping 
organizations into identifiable populations their 
relationship with their niche can be explained, 
(Aldrich, 1979; McKelvey, 1982; McKelvey & Aldrich, 
1983; McKelvey & Ulrich, 1984; Ulrich, 1980; Ulrich & 
Barney, 1984). Of prime importance in the relationship 
between a population and its niche are the 
organizational behavior characteristics and processes 
which allow long-term survival. These behavioral 
characteristics and processes are termed 
population-selectlon mechanisms, and it is believed 
that their specification will enable managers to make 
appropriate survival-path changes in order to achieve 
and maintain a proper fit between the organization and 
its environment, thereby Increasing the organization's 
chances for long-run survival (Aldrich, 1979; Astley & 
Fombrum, 1983; Astley, 1984; Hannan & Freeman, 1977; 
White, Smith, & Hartman, 1986). Several selection
mechanisms have received attention In the relevant 
literature. These Include the organizational 
structure, resource dependence, organizational 
strategy, and organizational life cycle (Hannan & 
Freeman, 1977; Ulrich & Barney, 1984; Ulrich, 1980).
Although the Independent variables or selection 
mechanisms have been conceptualized differently in the 
literature, the explicit goal of all these empirical 
Investigations and strategy proposals has been to 
explore the possibilities for improving business 
performance. However, a major problem with much of 
this literature is that their research variables were 
arbitrarily selected and measured (Aldrich, 1979; White 
et al., 1986). This results from the lack of a grand 
theory unifying the various managerial, organizational, 
and environmental research perspectives. Furthermore, 
when considered from a systems viewpoint, confrontation 
between these various research perspectives can be seen 
to be contradictory to the development of a unifying 
theory. For, while each research stream continues to 
view reality from its own perspective, one can argue 
that each will also continue to examine the same 
variables as their competitors but with a different 
focus. However, a more collective view of the 
different perspectives suggests that each is
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fundamentally concerned with some basic core dimension. As
White et al. (1986) notes:
Given the growing consensus that the Darwinian 
notion of evolution is a scientific theory in the 
classical sense (CBanyi, 1982; Prlgogine, 1976;
Sodak & Iberall, 1978) and not a "metaphysical 
research program" (Popper, 1964), it can now be 
used as a predictive model. Thus it can be 
suggested that the resource perspective, the 
information perspective and the efficiency 
perspective are selection mechanisms in the 
Darwinian sense (p. 24).
If the above consensus is correct, logic would dictate 
that all managerial, organizational, and environmental 
research is primarily concerned with explaining and 
clarifying one or all of three core-selection mechanisms; 
resource allocation, Information processing, and efficiency. 
Consequently, the population perspective, with its focus on 
the relationship among the organization, its population, and 
niche, may be able to contribute viable knowledge indicating 
which independent variables are significant in improving 
organizational performance.
The above review of the literature highlights the 
following:
- Organizational Performance is an important issue, and 
investigations attempting to determine ways to improve 
performance are desirable.
- Certain organizational behavior characteristics are 
major contributors to a high level of organizational
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performance, and their identification provides an 
opportunity for improving long run survival.
- All organizations are not the same, and the 
identification of homogeneous groupings of organizations 
will help Identify common behavioral characteristics.
- Managers may manipulate the various organizational 
behavioral characteristics, found to be significant to 
their group, in order to Improve their organization's 
performance.
- Population theory provides a means with which to identify 
homogeneous groupings of organizations along with their 
significant behavioral characteristics.
In view of the above, this study Investigated the 
applicability of the population perspective to the Louisiana 
Banking Industry. The hypotheses of Interest were:
1. That Individual banking firms within the Louisiana Banking 
Industry can be classified into two or more homogeneous 
groupings based upon commonly held organizational 
characteristics.
2. That a combination of the following selection mechanisms, 
strategy, resource dependence, investment intensity, market 
share, and marketing intensity will display a significant 
relationship with bank performance in a population of banks 
identified within the Louisiana Banking Industry. However, 
the same combination of selection mechanisms will display 
either a neutral or insignificant relationship with bank 
performance in any other population of banks found within 
the same Industry.
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3. That individual banks within the Louisiana Banking Industry 
compete through differentiation and niche strategies.
4. That selection mechanisms explain a greater degree of 
organizational success for a specific homogeneous grouping 
(population) of banks, than they do for the industry as a 




The sample for this study was drawn from banking 
Institutions listed in Sheshunoff's The Banks of 
Louisiana. Specifically, the 1984 edition of Sheshunoff's 
The Banks of Louisiana provides a variety of 
profitability, market, and financial Information covering 
286 state banking organizations.
Banking institutions (N**286) were used primarily 
because secondary data on economic and financial 
performance was available. The sample was limited to 
Louisiana banks because these institutions had been 
prohibited by state law from expanding their operations 
beyond parish boundaries. Thus, Louisiana banks could be 
considered an industry separate from banking operations 
within other states. With the enactment of Louisiana's 
multi-banking law, the parish boundary restriction has been 
lifted, allowing existing banks to expand their operations 
state-wide. The lifting of this restriction also allows 
the establishment of multi-national banking institutions 
within the state, thus changing the competitive picture 
substantially. This situation places the Louisiana Banking
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Industry in the unique position of having just emerged from 
a protected stable environment into one which has become 
turbulent. McCann and Selsky (1984) note that an 
environment's level of turbulence is measured by the degree 
of Interdependence and the predictability of relations 
among environmental members. As complexity and change 
within the banking environment increase, a greater degree 
of adaptive capacity must be displayed by environmental 
members, and a knowledge of the population-selection 
mechanisms favoring organizational survival will facilitate 
the adaptation processes.
A further reason for concentrating on the banking 
industry is that most organizational research has used 
samples of large organizations, which in reality are 
generally designed to operate in a mixture of different 
industries. This has hindered the generalizability of 
their findings, because practitioners cannot be sure the 
results are relevant to their own organization. However, 
by using the population perspective and selecting a sample 
made up exclusively of banking institutions, one can argue 
that more homogeneous populations will be sampled. This 
will facilitate the examination of specific organizational 
characteristics within the populations and provide a higher 
level of generalizability (Aldrich, McKelvey and Ulrich,
1984; McKelvey and Aldrich, 1983).
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Variables
When a researcher groups organizations within an 
industry into populations, the largest available number of 
class ificatory variables should be used in order to assure 
all possible factors have been considered. Once 
populations have been identified, the study of the 
selection processes of organizations within their 
populations is accomplished through the determination of a 
number of alternative selection variables. Furthermore, to 
achieve the best possible evolutionary perspective of the 
development of the selection process, the selection 
variables should be measured over time. Variables used in 
this study are as follows:
Classification Variables
When one is classifying organizations within an 
industry into populations, a large number of firms should 
be selected in order to assure comprehensive groupings 
(McKelvey, 1982; Ulrich, 1982). Then the researcher should 
identify a large number of organizational characteristics 
to be used as classification measures (McKelvey, 1982; 
McKelvey & Aldrich, 1983; Ulrich, 1982, Ulrich & Barney, 
1984). In order to accomplish the above, the 
classification variables used in this study consisted of 
the number of bank employees plus 28 other variables listed
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in the Comparative Balance Sheets and Income Statements 
section of Sheshunoff 's 1984 edition of The Banks of 
Louisiana. While these data points do not include all firm 
characteristics, they represent a cross section of 
variables designed to identify firm uniqueness. These 
variables also adhere to the principles of classification 
recommended by Ulrich (1982). First, the large number of 
variables allows the achievement of a better classification 
matrix. Second, collecting Information on different types 
of firm characteristics assures that no one characteristic 
is over-weighted. Variable identification and formula 
derivation are shown in Appendix A.
Selection Variables
Population-level selection mechanisms are tested in 
order to identify alternative variables which can be 
strategically manipulated to enhance an organization's 
survival chances. These mechanisms can be tested for the 
Industry as a whole as well as for each specific 
population. The review of relevant literature gives 
support to the premise that select Independent variables, 
such as strategic choice, market share, marketing 
expenditure, Investment intensity, and resource dependence, 
display significant relationships with organizational 
survival (BCG, 1976; Buzzell et al., 1975; Buzzell and 
Wiersema, 1981; Hambrick, 1983; Hamermesh et al., 1978;
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Porter, 1980; Ulrich, 1982; Ulrich and Barney, 1984; Woo, 
1984; Woo and Cooper, 1981).
Therefore, for this study the independent and 
dependent variables were derived from a review of the 
relevant literature. However, instead of arbitrarily 
selecting previously used variables, the author has 
attempted to deductively relate the selected variables to 
previously identified core-selection mechanisms. The 
variables derived and used are as follows:
Independent Variables
1. Strategy - The concept of strategy involves 
achieving the proper fit between organizational competences 
and the risks and opportunities within the environment 
(Andrews, 1980, Hofer and Schendel, 1978). The achievement 
of a proper fit between an organization and its environment 
involves the utilization of resources, and the type of 
strategy selected by an organization will determine how its 
resources will be allocated. Therefore, this independent 
variable is directly related to the core-selection 
mechanism, resource allocation.
For this study, a bank's strategy was determined by 
factors given the greatest emphasis on a questionnaire 
completed by the bank's chief executive officer (See 
Appendix B). Theoretically, those banks which place their 
emphasis on a narrow segment of the market will be using a
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niche strategy. Those banks which emphasize providing
unique services to the entire market will be following a
differentiation strategy. Finally, banks emphasizing
efficiency and economy of operations will be employing a
least-cost strategy (Porter, 1980).
2. Resource Dependence - Organizational success in 
the resource dependence area can be defined by power 
maximization. Within this perspective, organizations are 
viewed as being capable of altering their structure and 
patterns of behavior in order to acquire and maintain 
needed external resources. Acquiring external resources is 
achieved by decreasing the organization's dependence on 
others or by increasing other organizations' dependence 
upon the focal organization, in effect modifying the 
organization's power relationships with other organizations 
(Thompson, 1967; Ulrich, 1982; Ulrich and Barney, 1984). 
Therefore, resource dependence relates to the 
selection-mechanism resource allocation and indicates the 
degree to which the focal organization is dependent upon 
outside organizations. For this research, resource 
dependence was measured as the ratio of a bank's total 
liability to its total equity capital.
3. Investment Intensity - Investment intensity, a 
resource allocation measure, represents the ratio of total 
assets to total interest income plus total non-interest
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Income. Previous studies suggest that the higher the 
investment intensity the lower profitability/ performance 
is likely to be (Buzzell et al., 1975; Buzzell and 
Wiersema, 1981).
4. Market share - Market share, a resource allocation 
measure, represents the ratio of a bank's income before 
securities transactions (IBST) to the total market share 
available. For this study, market share is defined as the 
total income before securities transactions (IBST) 
available within the parish. Studies conducted previously 
suggest that market share is positively correlated with 
performance (Buzzell et al., 1975; Buzzell and Wiersema, 
1981; Hambrlck, 1983). However, other studies have 
suggested a negative correlation between market share and 
performance (Chaganti & Chagantl, 1983; Hamermesh et a l ., 
1978; Woo and Cooper, 1981; Woo, 1984). Therefore, banks 
utilizing a strategy designed to satisfy either a broad 
segment of the market or a specific, narrow-market segment 
should realize high profitability. In contrast, banks 
Indicating no definite strategic choice should display low 
performance/survival potential.
5. Marketing Intensity - Marketing Intensity, a 
resource allocation mechanism, measures and represents the 
ratio of a bank's marketing costs to revenues.
Theoretically, marketing intensity should be higher for
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firms stressing niche or differentiation strategies and 
lower for firms emphasizing a least-cost strategy (Porter, 
1980).
The above variables, while not representing the entire 
range of possible firm characteristics, are designed to 
provide insight into what constitutes organizational 
selection and were therefore measured over time in order to 
better display the dynamics of the selection process. 
Dependent Variables
For this thesis, two measures of efficiency were 
utilized in an attempt to determine which was the better 
predictor of organizational survival. Return on Investment 
is the ratio of a bank's income to average total assets, 
while Return on Equity is the ratio of a bank's income to 
average total equity. Both of these measures represent the 
core selection-mechanism, efficiency, and were used in this 
study as surrogate measures for organizational survival. 
Previous studies conducted on industrial firms have shown 
significant relationships between these dependent variables
and organizational longevity (BCG . 1976; Buzzell et al. ,
1975; Buzzell and Wiersema, 1981; Galbra 1th and Schendel,
1983; Hambrlck, 1983a; Hamermesh et a l . , 1978; Porter,
1980; Woo, 1984; Woo and Cooper, 1981).
Data Collection
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Statistics necessary for computing organizational 
attributes were derived from Sheshunoff's (1984) The Banks 
of Louisiana* Sheshunoff 's is published annually from 
information obtained from the release of preliminary 
year-end Report of Condition and Report of Income from the 
Federal Reserve Bank Board. The latest issue (Published in 
1984) contains data pertaining to 1983. This publication 
also contains trend data for the last five years*
Perceptual measures of the organization's strategy 
were collected through questionnaire (Appendix B). The 
questionnaire used was modeled after Wright's (1984) 
revision of Dess and Davis's (1982) questionnaire, and 
Bourgeois's (1980a) competitive-weapons questionnaire.
Dess and Davis's instrument was "pretested" in a field 
setting by interviewing the CEO's of four manufacturing 
firms who were not included in the final sample. These 
CEO's were interviewed to ascertain the comprehensiveness 
and phrasing of the questionnaire items. This enabled Dess 
and Davis to refine the questionnaire into its final form.
The questionnaire used in this research was pretested 
by administering the questionnaire to bank executives 
within Tangipahoa Parish. Upon completion of the 
questionnaire, respondents were interviewed by the
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researcher In order to ascertain their reactions to 
individual questions (See Appendix C for a listing of 
pretest interview questions).
The pretest was designed to determine whether the 
questionnaire would generate data satisfactory for the 
research problem. Discussion of the questionnaire with the 
respondents establish face and content validity. The 
questionnaire was then distributed to the study sample 
under a cover letter (Appendix D). The cover letter was 
addressed to the bank presidents requesting their 
participation in this research. This initial survey 
secured responses from 136 banks for a 48% response rate. 
Approximately six weeks later, reminder letters (Appendix 
G) were sent to those institutions which had not replied.
The follow-up contact resulted in 15 additional replies, 
providing a total of 151 completed questionnaires for a 53% 
response rate. Of the questionnaires returned 4 were 
unusable, providing a total of 147 usable responses, for a 
51% overall response rate.
The bank presidents responded to the questionnaire in 
terms of the importance of each question to their firm's 
overall strategy. Since the questionnaire consists of a 
number of five-point intervally scaled questions, ranging 
in value from "1 “ not at all important" to ”5 “ extremely 
important," the factors considered most important received
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higher mean Bcores. Therefore, the means of a bank's 
responses to the various questions were derived in order to 
determine the bank's overall strategy. Higher mean scores 
for questions 1, 8, 9, 13, and 16 Indicate a predisposition 
towards a niche strategy (Dess and Davis, 1982; Porter, 
1980). Alternately, higher mean scores on questions 2, 4, 
10, 12, and 15 depict a propensity for a differentiation 
strategy (Hamermesh, et al., 1978). Finally, higher mean 
scores for questions 3, 5, 6, 7, 11, and 14 indicate a 
bank's predilection towards a least-cost strategy (Boston 
Consulting Group, 1968; Wright, 1984).
Data Analysis
Three types of analysis were applied to the sample 
data. First, a cluster analysis, using the classification 
variables, was performed to determine whether the sample 
could be separated into distinct populations. Cluster 
analysis is a family of techniques that allow the 
researcher to systematically identify similar groupings of 
organizations. The objective is to classify the sample 
data into a smaller number of mutually exclusive groups 
based upon response similarities. Unlike discriminant 
analysis the groups cannot be defined a priori, and the 
clusters identified often differ depending on which type of
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input data is used. The problem is that Interval and ratio 
data with high variances are weighted as more important 
than nominal and ordinal data. Therefore, to assure equal 
weighing, the variables were standardized by subtracting 
from the variable the mean for the variable and dividing by 
the standard deviation (Brown, 1980; Green, Frank &
Robinson, 1967; Hambrick, 1983, 1983a; Kamen, 1970; Ulrich, 
1982).
While cluster analysis reveals groupings of similar 
organizations within the sample, it does not provide 
insight into how the variables interact, or Insight into 
which variable or combination of variables provide the key 
characteristics which distinguish between clusters. In 
order to provide understanding along these lines the 
researcher must analyze the variables in combination rather 
than singularly. One technique which lends Itself well to 
this form of research is Multiple Discriminant Analysis 
(Hair, Anderson, Tatham & Grablowsky, 1979). This is a 
technique concerned with deriving the linear combination of 
independent variables that discriminates best between two 
or more groups. Therefore, the second analysis consisted 
of the application of a stepwise discriminant algorithm to 
the data, in order to determine key population 
characteristics. The stepwise technique first selects the 
variable which provides the greatest distinction between
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groups, then the next strongest discriminating variable, 
given the first variable's established discriminating 
power. This procedure is repeated with the rest of the 
variables until the best combination for maximizing 
between-group relative to withln-group variance is achieved 
(Brown, 1980; Crask & Perreault, 1977; Hair et al., 1979).
The third analysis was designed to identify which 
selection mechanisms display a significant predictor 
relationship with organization performance/survival. For 
this analysis two survival proxies, Return on Investment 
and Return on Equity, were used as dependent variables. A 
separate Multiple Regression Analysis was run on each 
dependent variable, by population, to determine if either 
was a significantly better predictor of organization 
survival. In order to increase the evolutionary 
perspective of the selection process, the author, following 
Ulrich's example, measured the selection variables used for 
these analyses over time (Ulrich, 1982). There are 
numerous regression approaches which can be utilized when 
attempting to determine the "best" predictive model. The 
two most common are backward elimination and stepwise 
forward estimation. For these analyses the stepwise 
procedure was used because this method allows the 
researcher to examine the contribution of each predictor 
variable to the regression equation prior to its Inclusion
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into the model (Brown, 1980; Hair et al., 1979; Neale & 
Liebert, 1980).
Following the above analyses a Multiple Regression was 
run on the entire sample. This regression model used the 
best proxy found earlier as its dependent variable and 
measures of firm strategy, resource dependence, Investment 
Intensity, market share, and marketing intensity as its 
Independent variables. The resulting multiple R was 
compared with the multiple R for each population. This 
comparison tests whether more variance in firm performance 
can be explained through the study of populations of firms 
than by studying the entire sample of firms.
Summary
The population perspective suggests that all 
organizations are not alike, but some organizations do 
share common characteristics. Therefore, from a study of 
representative organizations within a population, 
generalizations can be made regarding other organizations 
within the same population. Furthermore, it is assumed 
that organizations inhabit specific populations because 
they possess common selection mechanisms. Selection 
mechanisms are the processes and characteristics which 
enable some organizations to survive in the long run.
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Selection mechanisms are also believed to differ by 
population. Therefore, one set of selection mechanisms may 
affect organizational survival within one population while 
in another population a completely different set may apply. 
This research tests the above assumptions on the Louisiana 
banking Industry. Its first effort is directed toward the 
grouping of individual banks into specific populations.
The research then attempts to identify those specific 
selection mechanisms which enable long-run survival.
Chapter 4 will report the results of the above tests.
CHAPTER 4
DATA ANALYSIS AND DISCUSSION OF THE RESULTS
Previous chapters have reviewed the theory and 
research design to be used to test the population 
perspective. This chapter reports the results obtained 
from analyzing the data, and describes the Impact these 
findings have on the research hypotheses developed in 
Chapter 2. For purposes of clarity, this chapter is 
presented in three parts: Part 1 presents the analytical
techniques and rationale through which populations of banks 
were derived. Part 2 provides descriptive information on 
key population characteristics, while Part 3 presents the 
results of testing the preliminary selection model 
introduced in Chapters 2 and 3.
Cluster Analysis of the Louisiana Banking Industry
As indicated in Chapter 2, populations are groups of 
firms with similar characteristics. Studies of populations 
have implications for organizational theory, research, and 
practice (Aldrich, 1979; Hannan & Freeman, 1977; McKelvey & 
Aldrich, 1983; Ulrich, 1982). The research techniques 
designed to facilitate the identification of populations 
are essentially data reduction techniques which simplify
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complex and diverse relationships among phenomena In a 
manner which enables the researcher to gain insights into 
the underlying nonlntuitlve structure of these 
relationships (Hair et al., 1979). Fortunately, the 
procedures available also provide insight into the typology 
present within the data. The main tool used for 
identifying homogeneous subgroups within a set of data is 
the application of one of the many cluster-analysls 
algorithms. These programs divide a set of objectives 
(banks in this case) into a smaller number of groups based 
upon some judgmental rule such as firm similarity over a 
number of variables (Hair et al.,1979).
Two separate clustering techniques, from the BMDP 
Statistical Software, were used to identify the existence 
of homogeneous populations within the Louisiana Banking 
Industry. However, as discussed in Chapter 3, before 
clustering could take place the raw data had to be 
standardized in order to assure the equal weighing of each 
variable. Standardization was accomplished through the use 
of the Condescrlptive procedure contained in the 1983 
edition of the SPSSX User's Guide. This procedure 
computes univariate summary statistics and standardized 
variables which have means equal to zero and variances 
equal to one. These new variables were then placed into a 
standardized data base for further analysis.
Since no rationale could be found for predicting the 
number of populations contained within the data, the
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procedure BMDP2M was employed for the first analysis. This 
procedure was chosen because It uses no pre-set number of 
clusters, and because It Is a joining technique. Joining 
techniques are In general considered to be better developed 
than sorting techniques (Bailey, 1975; Ulrich, 1982). 
Furthermore, joining techniques operate by considering all 
cases as individual groups; then during the amalgamating 
process individual cases are joined, using the 
nearest-neighbor density estimator, with other cases or 
with already formed clusters until all the cases are in one 
cluster.
The application of the BMDP2M procedure resulted in a 
vertical cluster tree with an associated amalgamation 
distance schedule.1 The cluster tree and amalgamation 
schedule provide a summarization of the number of cases or 
clusters being combined at each stage, along with their 
Euclidean distance from each other. This information 
provides a guide for estimating the number of clusters 
represented by the data. The usual procedure is to define 
clusters at points where the amalgamation distance between 
two adjacent steps becomes large. In this case an analysis 
of the amalgamation distances indicated that the data
*Since the cluster tree resulting from 
the above procedure is very large (286 firms x 30 
variables) it will not be presented in this paper. Copies 
are available directly from the author.
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contained two major clusters with the possibility of a 
number of snrtiller sub—clusters. This provides tentative 
support for Hypothesis 1, which suggests that Individual 
banking firms can be classified into two or more 
homogeneous groupings.
In order to achieve more interpretable results, the 
author undertook another analysis of the data using the 
BMDPKM clustering algorithm. This procedure partitions a 
set of cases into clusters based upon their distance from 
the center of the cluster. Euclidean distance is used as 
the measure of the distance between each case and the mean 
of the cases already in the cluster. Furthermore, this 
procedure allows for user-specified clusters, and more than 
one group of clusters may be specified for analysis. For 
this analysis groupings of 3, 4, and 5 clusters were 
specified. A comparison of the resulting cluster plots and 
profiles (Appendix F) indicated that clusters 4 and 5 were 
in reality sub-sets of clusters 3 and 1, respectively. 
Furthermore, increasing the number of clusters beyond 3 
caused cluster number 3 to be reduced to only one firm with 
no apparent increase in clarity. Therefore, the decision 
was made to use the 3 cluster model, as it provided the 
clearest, most parsimonious support for Hypothesis 1. A 
subsequent discriminant analysis of the 3 cluster solution 
resulted in a discriminant function with a significant
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Wilks Lambda of .404, indicating the null hypothesis - that 
the means of all groups are really equal - can be rejected, 
thus providing further support for the belief that the 3 
cluster model represents the proper number of populations 
within the Louisiana Banking Industry.
Key Characteristics of Populations in the Louisiana Banking
Indus try
As previously noted, the most appropriate
representation of the populations residing within the
Louisiana Banking Industry resulted from the application of
the 3 cluster model. This model places 35 banks in
Population 1, 12 banks into Population 2, and 239 banks
into Population 3. A list of banks by population is
2reported in Appendix G.
At this juncture a discriminant analysis of the banks 
by cluster was accomplished in order to profile typical 
population characteristics. The results of this analysis 
are summarized in Tables 1 through 3.
2Due to considerations of 
confidentiality banks cannot be identified by name within 
their population. The identification of a specific bank 




Wilks' Lambda (U-Statlatic) and Univariate F-Ratlo
Variables Wilks 1 Lambda F Significance
V2 Total Domestic
Deposits $(000)
V3 % Change in 
Deposits
V4 5 Year Compound 
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V9 Tot Loans to
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Vll Loan Loss Analysis
V12 Total Capital 
Asset Ratio
V I 3 Income IBST $(000)
V14 % Change in Income
V15 5-Yr Compound Gwth 
Rate in Inc

















































Variables_____________________ Wilks * Lambda_____F Significance
V 17 Return on Average 
Equity .99124 .9672 .3818
V 18 Yield on Avg 
Earning Assets .91655 9.970 .0001
V 19 Rate on Funds .97367 2.961 . 0538
V20 Net Interest Spread .97359 2.971 .0533
V21 Sal & Benefits as 
% of Tot Op Inc .98690 1.454 .2359
V22 Occu & Furn as 
% of Tot Op Inc .94856 5.938 .0031
V23 Other Op Exp as 
% of Tot Op Inc .95788 4.815 .0090
V24 Tot 0/Head as 
% of Tot Op Inc .94903 5.881 . 0033
V25 Prov for Loan Loss 
as % of Tot Op Inc .95264 5.444 . 0049
V26 IBT as X of 
Tot Op Inc .97740 2.532 .0818
V27 Effective Tax Rate .99811 . 2070 .8132
V28 Dividend Payout Ratio .99272 .8028 .4494
V29 Internal Growth 
Rate of Equity .96871 3.537 .0308





Variables 1 2 3
V2 .7234230E-03 . 7883418E-03 .7751561E-03
V3 1.859715 .9314241 .9874134
V4 -2.811417 -.8070473 -1.114608
V5 21.64336 17.99017 18.85649
V6 1.920703 1.665083 1.642769
V7 16.79700 15.46265 16.26939
V8 17.74848 16.03218 16.99944
V9 -1. 194238 -.9573953 -1.045235
VI 0 9.414213 -4.773892 -4.583255
Vll -2.539325 .7169526 1.151840
VI 2 27. 15246 26.34837 26.21818
V 13 3083886E-01 -.3078787E-01 -. 3093868E-01
VIA -.3652613E-01 - . 1306483E-01 -.1941175E-01
V I 5 .2470874 .7 040794E-01 .1634500
VI 6 -22.73230 -35.33275 -38.16646
V I 7 18.09986 13.99883 14.45440
V 18 -4.037766 4.759268 6. 199121
V 19 49.74086 34.84491 35.06868
V21 .2091262 1.726466 1.361250
V22 4. 168290 2.983583 3.120388
V23 .6641671 .9927279 .5407083
V24 4.304384 2.976646 3.253144
V25 1.999667 2.704624 2.634316
V27 .8496197E-02 .9868485E-01 .976147 4E-01
V28 -.6680190 -.1182555 -.1401025
V29 -7.498906 -2.764657 -3.197866
V30 -.3264986 -.2791916 -.3411231
Constant -1561.915 -1241.913 -1292.874
N o t e . Two variables have not been Included in the above 









% Change In 
Deposits
5 Year Compound 
Growth Rate
Demand IPC as % 
of Total Deposits
Time & Sav IPC as 
% of Tot Deposits
Public Funds as 
% of Tot Deposits
Total Capital 
Asset Ratio
5-Yr Compound Gwth 
Rate in Income
Return on Average 
Asse ts
Return on Average 
Equi ty
Rate on Funds
Sal & Benefits as 
% of Tot Op Inc
Occu & Furn as 
X of Tot Op Inc
Other Op Exp as 












































Variables 1 2 3
Tot 0/Head as 
X of Tot Op Inc 102.6286 59.1083 57.2628
Prov for Loan Loss 
as X of Tot Op Inc 33.4429 8.4250 7.1854
Dividend Payout 
Ratio -7.4667 37.4000 29.6632
Internal Growth 
Rate of Equity -2.6600 9.2000 10.8351
# of Employees 37 . 7714 754.4167 63.8075
Note. Ten classification variables 
in the above table, because their 
coefficients displayed very little






Some of the characteristics of each population, from 
Table 3, are discussed below:
Population 1 (Cluster 1) has 35 banks. These banks are 
medium to small, employing on the average of 38 individuals. 
These banks contain a relatively small number of domestic 
deposits which are made up almost exclusively of time and 
saving deposits from Individuals, partnerships, and 
corporations. Also these banks display a very slow rate of 
growth, a factor which can be attributed to their high ratio 
of salaries and benefits to total operating income. Banks 
within this population display a lack of cost control, with
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total overhead expenses running almost twice that of the 
other populations.
Population 2 (Cluster 2) has 12 banks. Firms within 
this population contain large domestic deposits, made up of 
time and saving deposits along with demand deposits from 
individuals, partnerships, and corporations. Banks in this 
population rely less on public funds and more on customer 
service to keep their competitive edge. These are large 
institutions averaging 754 employees per firm, and while they 
show a reduction in the amount of operating income expended 
as a percentage of total overhead, they have not achieved a 
cost-leadership position. Banks within this population use 
their positive growth rate to support a high dividend-payment 
ratio.
Population 3 (Cluster 3) has 239 banks. This 
population, containing by far the largest number of firms, 
represents banks within many markets. It contains banks of 
relatively moderate size both in terms of the amount of total 
domestic deposits and in the number of employees hired, 
averaging 64 per firm. Banks within this population 
represent the fastest growing institutions, both in terms of 
internal growth rate on equity and in 5-year, compound-growth 
rate in income. This high rate of growth is fueled by 
expense reduction, which places firms from this population in 
a cost leadership position within the industry. Banks within
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Population 3 consistently show lower expense to operating 
income ratios than firms in either Populations 1 or 2.
This section has reviewed some of the descriptive 
information collected for this study, and has provided a 
generalized characterization of firms within each population.
Selection Mechanisms in the Louisiana Banking Industry
Previous sections of this chapter have reported on the 
results of a population analysis of the Louisiana Banking 
Industry. This section is designed to link the study of 
populations to the study of firm selection within 
populations. Toward this end the preliminary selection model 
and associated hypotheses discussed in Chapter 2 and 3 will 
be tested.
The selection mechanisms tested in this research are 
strategy, resource dependence, investment intensity, market 
share, and marketing intensity. As discussed in Chapter 3, 
resource dependence indicates the degree to which the focal 
organization is dependent upon outside organizations for 
survival. Resource dependence was measured as the ratio of a 
bank's total liability to its total equity capital.
Investment intensity represents the ratio of total assets to 
total interest income plus total non-interest income. In 
this way investment intensity represents a ratio of the
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Institution's total assets to its total Income. Market share 
was derived by measuring the ratio of a bank's Income before 
securities transactions to the total market share available, 
and marketing Intensity represents the ratio of a bank's 
marketing costs to its revenues.
Bank strategy was determined by the responses provided 
by respondent banks to a questionnaire (Appendix B). As 
discussed in Chapter 3, the factors considered most important 
to a bank's strategic posture received the highest mean 
scores. Therefore, the questions were divided into three 
groups, based upon their ability to identify and delineate a 
strategy type. A bank's answers to the questions within each 
group were then summarized and a group response mean 
computed. The group with the highest mean score was coded 1, 
signifying a bank's predisposition toward the employment of 
that group's strategy type. Groups with lower mean scores 
were coded 0. If two groups had Identical high response 
means, they each were coded 1. In this manner banks using a 
combination strategy could be identified. Table H-l 
(Appendix H) presents the results of the above analysis.
The selection mechanisms were then tested in a Multiple 
Regression model in order to determine their contribution 
toward the explanation of firm performance/survival.
Measures of strategy were coded into the regression equation 
as dummy variables. Table 4 reports the means and standard
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deviations of the selection mechanisms.
Table 4
Descriptive Information for Selection Mechanisms
Labe 1 Me an SD
V2 5-Year Average Depende nee 10. 346 11. 379
V3 5-Year Average Mktg In tensity 2. 603 17. 235
V4 5-Year Average Inves t . Intensity 7. 935 8. 548
V5 5 - Y e a r Average Market Share 22. 393 31. 203
V6 5-Year Average ROA 1. 058 1. 436
V7 5-Year Average ROE 14. 187 15. 680
V8 5-Year Strategy “ Niche •061 •247
V9 5-Year Strategy - Diff erentiation •156 •396
V10 5-Year Strategy ■ Cost Leadership •782 a884
The pu rpose of the re gression an aly sis wa s to dete
if b etter explanati ons for firm perfo rnance/su rviva 1 cc
derived by studying the populations of banks repotted 
earlier. However, before any further analysis could be 
accomplished a determination had to be made as to which 
dependent variable - return on Investment or return on equity 
- was the better predictor of organizational survival. 
Therefore, a separate multiple regression analysis was 
performed on each dependent variable using the entire sample 
of firms. The results of these analyses clearly indicate 
that the independent variables explain to a greater degree
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the variance in the dependent variable, return on equity 
2(adjusted R -.876), than they do for the dependent
variable, return on Investment (adjusted R -.658).
Therefore, return on equity was selected as the dependent
variable for all further analyses. This variable was chosen
2due to the high R achieved and because Its employment Is
consistent with prior research (Ulrich, 1982).
Based upon these preliminary results, a stepwise
multiple regression was carried out for the entire sample and
for each population. The results of these regression models
are presented in Table 5. Column 1 indicates the population
number, while Column 2 reports the number of banks who
responded from each population, along with the total number
of respondents. Column 3 reports the multiple R between the
selection mechanism variables and return on equity for each
population and for the sample as a whole. Column 4 reports 
2the R , an indicator of the proportion of the variation 
in the dependent variable "explained" by the independent 
variables or in this case the selection mechanisms.
Table 5
Louisiana Bank Variance Explained by Population
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Cluster N Multiple R R 2
1 17 .64795 .41984
2 10 .97233 .94543
3 120 .97484 .95031
Total Sample 147 .93776 .87940
Table 5 Indicates that the explained variance is 
higher within Populations 2 and 3 than for the entire 
sample. This is fairly strong support for Hypothesis 4, 
and suggests that selection mechanisms do explain a greater 
degree of organizational success for specific populations 
of banks than for the Industry as a whole.
The population which did not explain more variance 
within the population than within the entire sample may be 
explained in two ways. First, the selection model used may 
not include relevant selection mechanisms for the 
population. This possibility is strongly supported by 
subsequent analysis of the variables significant to the 
regression model. Second, the population may include some 
firms which are less central to the core of the cluster. 
Because these firms are less homogeneous than other firms 
in the population, they may hinder explanation of variance. 
In brief, Table 5 provides fairly strong support for the
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hypothesis that populations will assist in explaining 
variance in firm performance, and lends support to the 
study of populations.
At this time another analysis of the data was made in 
order to assess the effect of selection mechanisms on 
different populations. This analysis follows the 
guidelines reported by Barney, (1982) and Ulrich, (1982).
As a methodology for testing the relative Impact of 
different independent variables on a dependent variable, 
they propose that a t-test be performed on the regression 
Beta weights for each Interaction between a selection 
mechanism and a population. However, the same results can 
be effectively achieved through the use of stepwise 
multiple regression. In this procedure each independent 
variable's Beta weight is tested for significance before 
the variable is entered into the regression equation. Once 
the variable is in the equation it is retested for 
significance as new variables are entered into the 
equation. This process allows only those independent 
variables displaying a significant relationship with the 
dependent variable to be included within the regression 
equation. The results from the application of a stepwise 
multiple regression procedure to the separate bank 
populations are summarized in Table 6.
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Table 6








Strategy « Niche *
Strategy - Differentiation * *
Strategy « Cost Leadership * *
N o t e . An * Indicates the selection mechanism is 
significant at or above the .05 level.
Table 6 indicates that different combinations of 
selection mechanisms are important for the explanation of 
firm performance/survival within each population. For 
example, for Population 2 the strategic sub-classifications 
least cost and differentiation combine to explain almost 
94% of the variance in firm performance, while for 
Population 3 the selection mechanisms resource dependence, 
marketing Intensity, and strategy combine to explain 
approximately 95% of the variance in firm performance. The 
overall results of Table 6 offer favorable support for 
Hypothesis 2, and Indicate that the selection mechanisms 
studied display contrasting levels of importance by
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population. However, this support should be tempered by 
the knowledge that the selection mechanism resource 
dependence Is significant for both population 1 and 3.
This general level of significance can best be explained by 
considering the type of institutions being researched. The 
data set analyzed was derived from banks, service 
institutions who rely upon their working capital being 
provided by outside sources. Given this rationale, 
resource dependence, which is defined as the degree to 
which the focal organization is dependent upon outside 
organizations, should be highly significant across 
populations.
The results of Table 6 also support the earlier 
explanation as to why the selection mechanisms did not 
explain more variance within Population 1 than for the 
sample as a whole. As can be seen from the table,
Population 1 has only one significant selection mechanism - 
resource dependence. These results clearly support the 
earlier argument that the selection model may not include 
all relevant selection mechanisms.
Further examination of Table 6 reveals that firmB 
within Population 2 compete through a differentiation or 
least-cost strategy, and firms in Population 3 compete by 
using either a niche, differentiation, or least-cost 
strategy, while firms within Population 1 do not display
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any significant strategy.
The results for Populations 1 and 2 may be explained 
by the earlier argument that the selection model used did 
not include all relevant selection mechanisms for that 
population, or by the fact that the sample contained too 
few firms to be of statistical relevance. However, at this 
point we should remember that a strategic position may be 
achieved in any of a number of ways. On the one hand, a 
bank may attain a least-cost position through effecting 
economies of operation, while on the other hand, a bank may 
achieve a least-cost position through the establishment of 
very low initial investments and their resulting low levels 
of operating costs (Porter, 1985; Wright, in press). 
Furthermore, attaining a least-cost position does not 
necessarily mean that a bank would or should compete using 
a least-cost strategy (Hall, 1980; Hambrlck, 1983a;
Hamermesh et al., 1978; Wright, in press). However, the 
argument has also been made that successful firms must 
compete on the basis of one strategy in isolation of other 
strategies (Porter, 1985). This argument has been refuted 
by Wright (Wright, in press).
The results of this study support the position that 
firms may successfully compete through the employment of a 
number of different strategies, either singularly or in 
combination. However, data for this research was gathered
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from respondent banks for the years 1979 through 1983.
During these years the Louisiana Banking Industry was 
highly regulated. This regulation resulted in a stable 
competitive environment which could have allowed banks to 
achieve a competitive position with a very low initial 
investment, and survive without a specific strategy. 
Therefore, as the degree of interdependence and complexity 
within the banking environment increases, with 
deregulation, a greater degree of strategic awareness may 
be needed to assure survival. However, with the present 
data set this alternative hypothesis cannot be tested.
It should also be noted that the results of Table 6 
indicate an insignificant relationship, across all 
populations, between the dependent variable and the 
selection mechanisms, investment intensity and market 
share. This lack of significance may be attributed to many 
alternative explanations, but in the case of investment 
intensity the results of many comprehensive studies 
indicate that higher rates of investment lower 
profitability (Buz2ell et al., 1975; Porter, 1980;
Shoeffler et al., 1974). Therefore, given the regulated 
nature of the Louisiana Banking Industry at the time of 
this study, it would appear that relatively little 
investment was needed to assure survival.
In the case of market share, select studies have
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suggested that a large share of the market Is correlated 
with Increased profitability (Boston Consulting Group,
1975; Buzzell et a l ., 1975; Buzzell & Wlersema, 1981).
Other studies have suggested that a large market share does 
not necessarily equate to Increased profitability 
(Abernathy & Wayne, 1974; Fruhan, 1972; James, 1972; 
Hamermesh et a l . , 1978; Woo & Cooper, 1981).
However the results of this thesis indicate that a 
large share of the market may not be necessary for 
profitability. However, these results are confounded by 
factors external to the market place. Once again a 
possible alternative explanation ensues from the regulated 
nature of the Industry. As discussed in Chapter 3, market 
share, for this study, was defined as the ratio of a bank's 
income before securities transactions (IBST) to the total 
market share available. In this case the total market 
share for any bank was restricted as state law would not 
allow state-wide competition, requiring all banks to 
operate exclusively within their parish boundaries. Given 
the above restrictions, one may argue that Louisiana banks, 
prior to deregulation, are not comparable on a market-share 
basis. But, with deregulation the degree of industry-wide 
competition will increase, providing a comparable base upon 
which to test the influence of market share upon 
profitability. Unfortunately, this argument cannot be
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resolved with the present data set and must await the 
results of future studies.
Summary
This chapter reports on the results obtained from 
testing the preliminary selection model discussed in 
Chapters 2 and 3. First, Hypothesis 1 was supported when 
it was found that the Louisiana Banking Industry was 
composed of homogeneous subpopulations. Secondly, it was 
shown that in general more variance is explained by 
studying populations within the Louisiana Banking Industry 
than by studying the industry as a whole. These results 
strongly support Hypothesis 4. Thirdly, in tentative 
support of Hypothesis 2, it was demonstrated that, for the 
most part, selection mechanisms which displayed a 
significant relationship with bank performance in one 
population had a contrasting relationship with bank 
performance in another population. Unfortunately, support 
for Hypothesis 3 was lacking as it was found that most 
firms within the Louisiana Banking Industry compete through 
the use of either a niche, differentiation, or least-cost 
strategy, not through differentiation and niche strategies 
as hypothesized. The results of the above analyses 
strongly support studying firms within their homogeneous
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populations.
Chapter 5 will summarize the key findings reported in 
this chapter, highlight the research limitations, and 
suggest implications for future research.
Chapter 5
CONCLUSION
Previous chapters have presented and tested a 
population-perspective model to help explain organizational 
performance/survival. This chapter integrates the findings 
reported earlier and is presented in three sections:
1. To discuss the key findings reported in Chapter 4,
2. To highlight the research limitations, and
3. To suggest possible avenues for future research.
Discussion of Key Findings
The findings reported in the previous chapter identify 
populations of firms within the Louisiana Banking Industry, 
and the results obtained from testing the selection model 
believed to represent that industry. These findings are 
supportive of and consistent with the theoretical concepts 
of the population perspective.
A major finding of this study is that populations of 
firms exist within the Louisiana Banking Industry. These 
populations were identified by using two clustering 
algorithms which indicated that the 3-cluster model best 
represented the industry. This model disclosed that one 
population was made up of banks which were generally small
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in size, had high overhead expenses, and employed no 
apparent strategy, while the largest population consisted 
of medium-sized banks which held a cost-leadership position 
within the industry and compete through either a niche, 
differentiation, or least-cost strategy. These findings 
extend the population perspective beyond Ulrich's (1982) 
study of the United States and Japanese electronics 
industries, and supports the theoretical position that 
individual organizations within an industry can be 
classified into populations (Aldrich, 1979; Aldrich, 
McKelvey & Ulrich, 1984; Hannan & Freeman, 1977; McKelvey, 
1982; McKelvey & Aldrich, 1983; Ulrich & Barney, 1984).
Once it had been determined that populations of banks 
existed within the industry, a preliminary selection model 
consistent with the population perspective was tested. The 
results provided favorable support for all the hypothesized 
relationships except one. First, it was shown that a 
greater amount of variance is explained when studying 
homogeneous populations of firms as contrasted with the 
amount of variance explained by the entire sample. This 
indicates that the study of homogeneous populations of 
firms can provide greater understanding of the 
relationships among the firm, its environment, and its 
niche. Second, five deductively derived selection 
mechanisms (strategy, resource dependence, investment 
intensity, market share, and marketing intensity) were
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suggested as having different Impacts on firm performance 
(return on equity) depending upon population. This 
suggestion was tested using a stepwise multiple-regression 
algorithm. The results of this procedure are summarized in 
Chapter 4, Table 6. This summarization confirms the 
differential Importance of selection mechanisms to firm 
performance. The fact that resource dependence was 
significant for more than one population is believed to be 
an artifact caused by the sample representing an industry 
composed of firms highly dependent upon their external 
environment, and as such should reflect a relatively high 
degree of dependence.
Third, it was noted that support for Hypothesis 3 was 
lacking. A probable explanation for this lack of support 
is that the sample came from a highly regulated industry 
facing a benign environment. Thus, a peculiar strategy was 
not needed to assure high performance. However, as 
deregulation proceeds, the banking environment is expected 
to become highly competitive, necessitating increased 
strategic adaptation.
This study also provides some theoretical contribution 
toward the study of deductively derived selection 
mechanisms. Although only a beginning, the results 
demonstrate that by taking an aggregated view of the 
relevant literature, common core-selection mechanisms can
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be Identified. Selection variables can then be derived by 
relating variables chosen from the literature to the 
core-selection mechanisms.
Other theoretical contributions of the study are in 
the area of methodological Improvements. This research 
utilized clustering techniques which, while not new 
methodologically, corroborated and extended the techniques 
used by Ulrich (1982). In addition, previous studies 
designed to analyze the relative impact of different 
independent variables upon a dependent variable have 
employed a series of t-tests to measure the significance of 
the regression equation's Beta weights. However, this 
study utilized a stepwise regression algorithm, to 
determine population selectlon-mechanlsm significance. A 
stepwise procedure was employed because this methodology 
tests the Beta weight for each independent variable before 
the variable is entered into the regression model. 
Furthermore, once the variable has been entered into the 
equation, it is retested as additional variables are 
entered. In this manner the researcher is assured that 
only those variables making a significant contribution 
toward explanation are retained.
Furthermore, perceptual measures of organizational 
strategy were collected through questionnaires (Appendix 
C). The questionnaire used was modeled after Wright's
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(1984) revision of Dess and Davis's (1982) questionnaire, 
and Bourgeois's (1980a) competitive weapons questionnaire. 
The questionnaire used in this research was pretested by 
administering it to bank executives, who, upon completion 
of the questionnaire, were interviewed by the researcher. 
Discussion of the questionnaire with the pretest 
respondents provided valuable Information pertaining to 
face and content validity, and because major redefinition 
of the questionnaire was not necessary, validity and 
credibility are extended to the original questionnaires.
In addition, the questionnaire was tested and found to be 
highly reliable (Gronbach's Alpha *■ .80462).
In terms of practical application, this study provides 
information regarding the characteristics of the Louisiana 
Banking Industry prior to the enactment of the state's 
multi-'banklng law. In addition, this study provides 
intelligence about the particular population an 
organization is located in. For example, by knowing its 
population, a firm can explicitly identify those 
organizational characteristics of importance to its 
competitors. In addition, organizations can identify 
successful firms they would like to emulate, and, by 
studying them and their population, may be able to identify 
alternative organizing methods which would increase their 
organizations' prosperity. Furthermore, by studying the
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selection mechanisms significant to a particular
population, managers may be able to Increase the
probability of their organizations' survival. For example,
managers of banks In Population 1 can recognize that banks
In Population 3, which have a higher return on equity, 
emphasize either a niche, differentiation, or least-cost 
strategy while placing Increased emphasis upon marketing 
intensity and resource dependence. Knowing the impact of 
these selection mechanisms upon their population should 
help managers make Improved strategic decisions. 
Implementation of these decisions should, In turn, provide 
the firm with the ability to achieve a better fit with its 
environment, thus increasing its probability of survival.
While this study is an extension of the findings of 
Ulrich (1982), there are essential differences. Many of 
these differences have been addressed above; however, an 
additional difference deals with the sample used. The 
earlier study used the United States and Japanese 
Electronics Industries (consumer industries) as its sample, 
while the present study used the Louisiana Banking Industry 
(a service industry) as its sample.
In brief, the findings reported in Chapter 4 provide 
encouraging support for the theoretical concepts of he 
population perspective presented in Chapter 2. Populations 
were found which made both empirical and conceptual sense.
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Selection mechanisms were tested and found to predict firm 
performance better for a homogeneous population than for 
the entire heterogeneous sample, and it was found that a 
selection mechanism's level of significance varied by 
population.
Research Limitations
This research has presented and tested a population 
perspective of organizational performance/survival using 
the Louisiana Banking Industry as its target sample. While 
generalizations to a large number of situations may appear 
applicable, it should be noted that the results of this 
study apply only to firms within the target Industry. 
Furthermore, while it is felt that the population 
perspective will provide more precise generalizations 
regarding individual firm behavior within a particular 
population, the Bame does not hold for cross-population 
generalizations. Therefore, while the results of this 
research support the population perspective and suggest 
avenues for future study, they are population specific and 
cannot necessarily be applied elsewhere.
Furthermore, this research contains problems regarding 
firm classification. The primary problem rests with the 
fact that firm classification variables were chosen
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Inductively due to a lack of prior theory indicating which 
firm characteristics would provide the best classification. 
This limitation Is expected to remain with classlficatory 
research until sufficient replication of various 
organizational characteristics has occurred to provide 
insight into which types of organizational characteristics 
produce the best classification results.
Also, the variables used for identifying the
populations were limited to secondary data (Sheshunoff's
The Banks of Louisiana). Other firm characteristics could
have been used in the clustering algorithm. As Ulrich
(1982) points out:
The concern over which characters to include in 
defining populations will be aided as Inductive 
studies such as the present one lead to deductive 
theories about which firm characteristics most 
define populations. As these more deductive 
approaches to classification evolve, the requisite 
theory to define firm characters which place firms 
in a particular population will be concurrently 
developed. Unfortunately, regardless of the 
characters selected and the sample of firms 
studied, the argument that there could be other 
firm characters will not easily be resolved (p.
246).
Another classification limitation within this study 
rests with the clustering techniques employed. As discussed 
in Chapter 4, two separate clustering algorithms were applied 
to the data. While these procedures produced satisfactory 
results, and were different from the similarity coefficients 
and linkages techniques employed by Ulrich (1982), other
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clustering procedures could have been used.
The selection model employed in this study is limited 
due to the ambiguity existing between the identification of a 
selection mechanism and a classification characteristic. 
Increased efforts are needed to clarify the distinction 
between those characteristics of a firm which classify it 
into a population and those which serve as selection 
mechanisms. In this research, selection mechanisms believed 
to have an Impact upon firm performance/survival were 
deductively derived from areas currently under study in other 
fields of organizational research.
The selection model tested was further limited because 
it contained only five selection mechanisms. The use of more 
variables would, obviously, have altered the results 
substantially. As more studies of the selection process are 
completed, a larger number of selection mechanisms will be 
identified, thus providing for a more consummate model.
A final limitation to this study comes from the 
composition of the sample Itself. Classification of the 
sample resulted in the identification of three populations; 
however, two of these populations contained relatively few 
firms. The paucity of firms within these populations, while 
not abrogating the resulting statistical analyses, does bring 
them into question. This limitation Is expected to remain 
with the population researcher for some time, because no
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natter how large the sample there Is no guarantee that all 
the populations discovered will contain sufficient units to 
support valid statistical analysis.
This study has limitations; nevertheless, it offers 
support for the population perspective and hopefully will 
marshal increased interest in this area of research.
Possible Future Research
The population perspective has received increased 
attention lately within the organizational literature. This 
results from the ability of the population perspective to 
provide numerous alternatives applicable to the development 
of organizational theory, research, and practice (Aldrich, 
1979; Hannan & Freeman, 1977; McKelvey & Aldrich, 1983; 
Ulrich, 1982; Ulrich & Barney, 1984). This study has made a 
tentative effort toward the furtherance of the study of 
populations and of the selection mechanisms which determine 
performance/survival within populations. Future research 
needs to address the problems noted in the section on 
research limitations. Of particular concern is the need for 
more and better defined firm characteristics. In this 
regard, research is needed to provide more accurate 
measurement of and distinction between those firm 
characteristics that define a population and those which
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serve aB selection mechanisms. Furthermore, this research 
has only studied characteristics internal to the focal 
organizations. Other studies should consider using external 
environmental characteristics or a combination of internal 
and external characteristics to derive populations.
Furthermore, additional work needs to be done on the 
development of a system to guide the choice of firm 
characteristics used in the study of populations and 
selection mechanisms. While this study, utilizing 
deductively derived selection mechanisms, provides a first 
step in that direction, much remains to be accomplished 
before the population perspective can become a fully 
deductive theory.
In terms of the relationships among firms, populations, 
and their environment, this study concentrated only on the 
relationship between firms and populations. Future research, 
using much of the same methodology, should study the 
relationships between populations and environments. The 
social ecology perspective has been stated theoretically 
(Astley, 1984; Astley & Fombrum, 1983), but it has not been 
tested empirically.
The sample used in this study came from the Louisiana 
Banking Industry and covers the period 1979 through 1983. 
Prior to and during this period the Louisiana Banking 
Industry was highly regulated. This regulation provided the
86
Industry with a stable, protected environment. However, many 
of the existing restrictions have been lifted, and with the 
enactment of Louisiana's multi-banking law, banks may now 
expand their operations state-wide. Given the changes 
occurring within the industry, the author believes that the 
present research could provide a starting point for a 
longitudinal study. Over time, information can be collected 
which will display changes in the populations and selection 
mechanisms needed to increase performance/survivability.
Finally, the results of this and other population 
perspective research needs to be Integrated with other fields 
of organizational and/or environmental study. Such 
integration should be focused on finding and studying 
theoretical commonalities within the related areas of 
research. Ultimately, such efforts will result in an 
expanded knowledge base, orienting future research toward the 
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This questionnaire is designed to elicit 
Information about the emphasis placed upon various 
competitive methods utilized within your industry 
during the period 1978-1983.
The first section of the questionnaire will focus 
on the competitive components emphasized, while the 
second section will be used to assure your responses 
are incorporated with the proper secondary data 
obtained from previously published sources.
All replies will be treated in strictest 
confidence and the resulting data displayed only in 
aggregate form in order to assure anonymity.
SECTION A: COMPETITIVE METHODS
This section is concerned with which competitive 
methods were emphasized for strategy building within 
your industry. Listed below are several factors which 
a bank may use to compete. Please indicate, by 
circling the appropriate number, how important you 
consider each of the following factors was in the 
construction of your firsts overall strategy for the 
1978-1983 period.
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Not a t all Not M odarataly Vary Extremely
Im portant Im portant Im portant Im portant Im portant
1. Continuous em phasis on 
development of new services for 
the special needs of narrow 
market segment(s).
2. Continuous em phasis on the 
development of new services for 
broad market segments(s).
3. Operating efficiency
4. Capacity to be able to maintain 
offering unique services for broad 
market segm ents).
5. Providing competitive interest 
payments.
6. Charging competitive interest 
rates.
7. Providing a broad range of 
services.
8. Capacity to be able to maintain 
offering services for the particular 
needs of narrow market 
segm ents).
9. Advertising addressed to special 
needs of narrow market 
segment(s).
10. Advertising addressed to broad 
market segm ents), meant to ■ 
em phasize the uniqueness of your 
firm.
11. Controlling overhead and 
procurement costs.
12. Emphasizing services to  high 
price broad market segment(s).
13. Emphasizing services to high 
price narrow market segment(s).
14. Promoting the overall reputation 
of your firm within the  Industry.
15. Promoting the uniqueness of your 
firm industry-wide.
16. Promoting the value of your firm 








SECTION B: BACKGROUND INFORMATION
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The following Information Is required in order to 
integrate questionnaire responses with statistical data 
obtained front previously published sources.




2. Firm name ___________________________________________________________
3. Position/rank of individual completing questionnaire ______________________
PLEASE USE THE POSTAGE PAID ENVELOPE ENCLOSED TO RETURN THE COMPLETED 






(a) Are the Instructions written clearly?
(b) Did you experience difficulty in answering any of 
the questions? (List question number and explain.)




(d) How would you reword the questions listed in C-2?
(e) Is there any specific questlon(s), which in your 
opinion should be added to this section of the 
questionnaire?
Section B.
(a) Are the instructions written clearly?
(b) Did you experience difficulty in answering any of 
the questions? (List question number and explain.)
I l l
(c) Is there any specific questlon(s), which in your 
opinion should be added to this section of the 
questionnaire?
Interviewer Observation
(a) Did any questions appear to cause embarrassment 
or resistance?
(b) Which questions needed further explanation? 
(List question number and explain.)
(c) Was there enough space provided on the 
questionnaire for recording answers?
(d) Did the respondents actions indicate that the 
questionnaire may be excessively long?
APPENDIX D
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£ o n % w t m t  ^ m r i a t m r a  £ n i b « » H g
11
u n i v e r s i t y  s t a t i o n  
HAMMOND. LO U ISIA N A
7040*
Southeastern La. University 
P.O. Box 705
Hammond, Louisiana 70402 
June 28, 1985
Dear Sir:
As you are well aware today's banking environment is 
becoming increasingly turbulent and very competitive.
There has been virtually no empirical research in the 
banking industry in Louisiana to determine which variables 
are the primary determinants of success or failure.
My doctoral dissertation at Louisiana State University is 
primarily designed to identify those variables which are 
determining success or failure in the Louislna banking 
Industry.
My success in this effort depends on accurate and complete 
information. I, therefore, would be very grateful if you 
would complete and return the enclosed questionnaire in the 
provided self-addressed envelope. In no way will you or 
your firm be identified in the dissertation. A summary of 
the results will be made available to you upon completion 
of the study.






UNIVCM SITT STATION 
HAMM OND. L O U ISIA N A 115
7040S
Southeastern La* University 
P.O. Box 705
H a m m o n d , Louisiana, 7 0401 
August 22, 1985
Dear Sir:
Approximately five weeks ago a questionnaire aimed 
at discovering the emphasis placed upon various 
competitive methods utilized within the Banking 
Industry was mailed to you.
If you have not had an opportunity to respond, I 
am still tabulating the data and would very much like 
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Louisiana Banking Industry: Banks by Population
Population 1
25 , 51 , 59 , 91 , 94 , 116 , 120, 123 , 139 , 142 , 145 »
155 , 157 , 165 , 166 , 176 , 185 , 192, 229 , 233 , 246 , 247 »
258 , 261 , 263 , 264 , 265 , 273 , 276, 277 , 278 , 280 , 281 »
281 , 284 , 286 •
Population 2
1, 2 , 3, 4, 5, 6, 7 , 8, 9, 10 , 11, •CM
H
Population 3
13, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, 24
26, 27, 28, 29, 30, 31, 32, 33, 34, 35, 36, 37
38, 39, 40, 41, 42, 43, 44, 45, 46, 47, 48, 49
50, 52, 53, 54, 55, 56, 57, 58, 60, 61, 62, 63
64, 65, 66, 67, 68, 69, 70, 71, 72, 73, 74, 75
76, 77, 78, 79, 80, 81, 82, 83, 84, 85, 86, 87
88, 89, 90, 92, 93, 95, 96, 97, 98, 99, 100, 101
102, 103, 104, 105, 106, 107, 108, 109, 110, 111, 112, 113
114, 115, 117, 118, 119, 121, 122, 124, 125, 126, 127, 128
129, 130, 131, 132, 133, 134, 135, 136, 137, 138, 140, 141
143, 144, 146, 147, 148, 149, 150, 151, 152, 153, 154, 156
158, 159, 160, 161, 162, 163, 164, 167, 168, 169, 170, 171
172, 173, 174, 175, 177, 178, 179, 180, 181, 182, 183, 184
186, 187, 188, 189, 190, 191, 193, 194, 195, 196, 197, 198
199, 200, 201, 202, 203, 204, 205, 206, 207, 208, 209, 210
211, 212, 213, 214, 215, 216, 217, 218, 219, 220, 221, 222
223, 224, 225, 226, 227, 228, 230, 231, 232, 234, 235, 236
237, 238, 239, 240, 241, 242, 243, 244, 245, 248, 249, 250
251, 252, 253, 254, 255, 256, 257, 259, 260, 262, 266, 267





Identification of Bank Strategy












































































































Bank ID #_______ Niche_________Differentiation Cost Leadership
58 0 0 1
59 0 0 1
61 0 0 1
62 0 1 0
63 0 0 1
64 0 0 0
68 1 0 1
70 0 1 0
72 0 0 1
75 0 0 1
77 0 0 1
78 0 0 1
80 0 0 1
82 0 0 1
83 0 0 1
86 0 0 1
88 1 0 1
89 0 0 0
91 0 0 1














































Bank ID #_______ Niche_________Differentiation CoBt Leadership
135 0 0 0
136 0 0 1
137 0 0 1
139 0 0
140 0 0 1
141 0 0
144 0 0 1
146 0 0 1
149 0 0 1
150 0 1 1
152 0 0 1
158 0 0 1
162 1 0 1
163 0 1 1
164 0 0
166 0 0 1
167 0 0 1
168 1 0 0
171 0 0 1





























































































































































(Table H-l Continued) 








N o t e . A "1" Indicates the highest mean response for a 
strategic category. A "1” for two or more strategic category 
indicates the respondent is using a combination strategy.
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